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On Dec. 14, the Bank of Boston Corp. announced that it was writing off $200 million of its $1 billion
in loans to Latin America, and was establishing a $430 million reserve for losses on its remaining
$800 million in loans to the region. The Bank of Boston Corp., the nation's 13th largest bank holding
company with $30 billion in assets, became the first major US bank to acknowledge that a significant
portion of its Latin American loans was worthless. Next, bank spokespersons announced that
interest on the remaining loans would no longer be recorded. These actions have set the Bank of
Boston apart from others in the industry. Alongwith other major banks in spring 1987, it established
reserves for Latin American loans equal to 25% of the same. The bank's recent move writing off
loans and building reserves to more than 50% of exposure on remaining loans to Latin America
has not yet been undertaken by other big lenders. In a telephone interview from Boston with the
New York Times, chief financial officer Alan I. McKinnon said the bank acted after concluding that
the situation in Latin America was getting worse instead of improving, and that the bank wanted
to give a more realistic accounting for its loans. McKinnon cited the downward trend for prices on
Latin American loans traded in financial markets. In some cases, prices have dropped to as low as 40
cents on the dollar. He also mentioned a recent summit meeting in Acapulco, Mexico, where eight
regional presidents called for lower interest rates on the debt, and reports that Argentina might
declare a foreign debt moratorium. (Basic data from New York Times, 12/15/87)
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